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EvaluationPrinciplesand]MethodologiesRe-Visited
IssuesforJapan
KimihiroKAKU ＊
Introduction
゛Professor,DepartmentofRegionalStudies,ToyoUniversitv.Japan
InJapan,itisaratherrecentphenomenonthattheevaluationpracticehasbeen
introducedinthevariousaspectsofeconomicandsocialactivities.Initiallysuch
practiceshavebeendoneintheareaofevaluatingofficialdevelopmentassistance
(ODA)programstothedevelopingcountries.Recently,however.municipaloffices
havealsostartedevaluationofpublicadministration.Inaddition,becauseofthe
introductionoftheProjectFinanceInitiative(PFI)projects,theevaluationmetho-
dologiesstartedtoreceivemoreattentionthanbefore.Inthispaper,theauthor
intendstodiscusssomeofthepracticalissuesrelatedtotheevaluationprinciples
andmethodologiesthathavebeenappliedinJapanandanattemptwouldbemade
toreviewthelessonsthatwouldbelearnedfromthepastexperiencesofthe
InternationalFinanceInstitutions(IFIs).
OnPrinciplesofEvaluation
Inthefirstplace.itwouldbeusefultoseeadistinctionbetweenauditand
evaluation.Auditisnormallydefinedastowhetherthemoney(e ・g，tax)hasbeenexpendedproperlyaccordingtotheregulationsandproceduressetbytheconcernedauthorities,whereasevaluationistheexercisetoexaminetowhatextentthemoneyhasbeeneffectivelyusedtoachievetheintendedobjectives(Note:1).Itappearsevidentthattheevaluationrequiressomeformofjudgment.Inthisregardaddi-tionalthoughtsarerequiredandcertainmethodologiesareneededtomakethejudgmentobjectiveandcoherent.Butinbothcases,thereisonecommonguidingprinciple,thatis,theindependenceofanysuchexercises
。InthecaseoftheWorldBank,itisnoteworthytomentionthatthedepartment
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responsibleforevaluation(i.e.theOperationsEvaluationDepartment:OED)is
directlyunderthesupervisionoftheBoardofDirectors,notunderthePresident.
ThisinstitutionalarrangementimpliestheimportanceofindependenceoftheOED.
Incarryingouttheevaluationtasks,itisofgreatimportancethatsuchdepartments
wouldbegiventhestatuswhereindependentandimpartialjudgmentswouldbe
respected.This,however,doesnotindicatethatthesedepartmentscanpursue
unilateraljudgements.TheWBcaseshowsthatanydraftevaluationreportswould
besenttotheoperationaldepartmentsandtheircommentswouldbereflectedinthe
finalreports.Ifanydisagreementsremainunresolved.thecommentsoftheopera-
tionaldepartmentswouldbeattachedasanappendixtothefinalreport.Inthe
caseoftheEuropeanBankforReconstructionandDevelopment(EBRD),theAudit
CommitteecomprisingoftheBoardofDirectorsperiodicallysupervisesthePED.
Itshouldalsobenotedthattheevaluationdepartmentintheinternationalfinance
institutions(IFIs)likeWBandEBRDhavean “unlimitedaccess"toanydocumentsincludingtheprocurementrecordsandBoarddiscussionrecords.Accordingtotheauthor'sview,thisaspecthasnotyetshownsatisfactoryprogressinJapan(Note:2)
。Itshouldalsobementionedthatinadditiontotheinstitutionalmattersasdiscussedabove,thequalityoftheevaluationstaffisimportant.WhenJapaneseaid-relatedagenciessuchasJapanInternationalCooperationAgency(JICA)andJapanInternationalCooperationBank(JBIC)arecomparedwithotherinterna-tionalorganizations,oneoftheweaknessesoftheJapaneseorganizationsisthatbecauseoftheregularstaffrotation,thereisnopersonwhowouldpursuetheworkofevaluationcontinuously.WhileitisconsideredthatindependentaspectoftheevaluationworkhasimprovedinJapanovertheyears
けhestaffqualityisamatterofgreatconcern.Inadditiontothisproblem,thereisalmostnoprofessionalconsultantsinthemarketwhospecializeinevaluation.ThislackofhumanresourcesintheareaofevaluationposesaseriousissuewhenweconsiderthefutureprospectsoftheevaluationactivitiesinJapan(Note:3).AnotherimportantaspectthatshouldbetakenintoaccountinJapanistheculturalandtraditionalvalueaspects.Inthepast,atleast,ithasnotbeenacommonpracticetoprovideanopencriticismtotheworksdonebysomeoneelse.Opencriticismhasbeentakenasasourceofsocialshame.Therefore,anycriticalcriticismhasbeenpassedontothepeopleconcernedonaninformalbasis.Theauthorhasconductedaseminaratoneoftheleadingpublicbanks(governmentfunded)inJapan,anditwasasurprisetolearnthat,asfarasevaluationresults'
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classificationisconcerned,therewereonly, “generallysuccessful"and “partlysuccessful"cases.Therewerenoclassificationscalled.
“unsuccessful"or “failure"(Note:4
）.TheauthormentionedtotheseniorstaffofthisbankthatintheWBandotherinstitutionslikeADBandEBRD,theuseoftheterm
“unsuccessful"or
“failure"isusedanditisastandardpracticetodoso,anditisnotonlyunrealisticbutalsoitwoulddamagetheintegrityofevaluationworksiftheyavoidtheseclassifications.Theanswertomyenquirywassuchthattheywereverymuchconcernedthatif
“unsuccessful"or “failure"casesareknowntothegeneralpublic,thereputationofthisbankwouldbeaffected.Also
けhisbankwouldhavetofaceseriouscriticismsattheparliament.ThisisnothingbutpsychologicalandculturalassetsinheritedfromthepastthatarestillinherentinJapanesesociety,includingpublicadministrationofficesandbankinginstitutions.Insuchworkingcondi-tions,itwouldappearevidentthatthemeaningoftheterm
“independence"wouldmostlikelytobecompromisedwhencomparedwiththestandardssetupinEuropeandUSA
（Note:5 ）.TheauthorisoftheviewthatthereisastrongneedtonurturethesocialcultureandsocialsystemsinJapanthatanycriticismshouldbetakenasasourceofinformationforbettersociallife.Also,criticismsshouldbebasedon
“reason"andexpressed “rationally"andnotbebasedon “sentimentandemotion" ・Improvementsinthisarea,whileobservedthoughslowly,wouldrequireadditionaltrainingatschoolnotonlyatprimaryandsecondaryeducationbutalsoatuniver-sityeducationlevels
。Accordingtotheauthor'sobservation,amongstthevariousevaluationreportsreviewed,noteworthyimprovementshavebeennotedintheJapaneseBoardofAuditannualreports.Traditionallythisagency'sreportshavebeenfocusedonthe
“inappropriate"useofmoneyexpendedbythegovernment （includinglocalgovern-ments)andgovernmentaffiliateagencies.Theinappropriateuseoftaxpayers'moneyhasmeantthatuseofthemoneydidnotfollowtheguide!inessetbythegovernment,orusedfordifferentpurposes.Forthelastfiveyearsorso,auditor'sreportshavegonebeyondthetraditionalnormofauditing.Forinstance,theauditor'sreportin1999reviewedtheadministrationoflocalairportsmanagedbylocalmunicipalityoffices.Thisreporthasanalyzedthetrafficvolume,particularlythenumberofpassengersusinglocalairports,andconcludedthattrafficprojectionsmadeatthetimeofplanningweretoooptimistic.Thustheauditor'srecommenda-tionincludedtheneedtoimprovethetrafficprojectionmethods.Viewedoverall.theauthorisoftheviewthat,supportedbyvariousdataandrecords.theauditor'
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sreportshavebecomeconvincingandobjective.Thesenewtrendsindicatethat
evaluationmethodshavebeenintroducedintheauditingarea.Theauthorfeels
thatthisisanencouragingmovementanditisexpectedthatsuchtrendswouldbe
expandedtotheareaofevaluationofpublicadministrationwhichrecentlystarted
atlocalmunicipalityoffices.
OnEvaluationMethodologies
Whenitcomestotheevaluationmethodologies,severalstepshavebeen
developedbythevariousinstitutions.IntheWBandotherinternationalorganiza-
tions，thefundcontributors(mainlydevelopedcountries)expressedconcernsome-timeagoregardinghoweffectivelytheircontributedfundshadbeenused.Thiswasoneofthedrivingforcesmakingevaluationtasksastopoftheagendafortheseinstitutions(becauseiftheconfidenceofthefundprovidersislost,theseorganiza-tionscouldnotexpectsufficientfundsfortheiractivities).Particularlyintheareaofsocialinfrastructure,suchas.roads,railways,telecommunications,irrigation,dam,andports,theevaluationmethodologieshadbeendevelopedbyusingtheconceptofnet
“presentvalue"and “internalrateofreturn"(IRR)basedonthecashflowanalysis.Thisispartlyduetothefactthatfortheseprojects,thecostrecordssuchasconstructionandmaintenancehadbeenkeptandmadeavailabletotheevaluators,andrevenuerecordssuchastollgateincomesandtrafficrecordsofroadprojectshadalsobeenmadeavailable.Whenthesedataareproperlyrecorded,thecostsbenefitsanalyseshavebecomeratherstraightforwardexercises.Oneoftheimportantconceptsdevelopedinappraisal/evaluationofthedevel-opmentprojectsisthe
“TimeValueofMoney"(Note:6).Inasimpleterm,itisimportanttorecognizethat
￥1000wehavetodaywouldnotbethesame ￥1000intheoneyearafterfromnow.Similarly,thevalueof
￥1000inthenextyearwouldnotbethesame
￥1000fortoday.Inordertocalculatethefuturevalue,weusetheinterestrate.Iftheinterestrateis10
％peryear,followingtheformulaof(1 ＋r)",(r
＝interestrate,n=thenumberofyears),theinterestratefactorwouldbeL1,thusthevalueofthepresent
￥1000inthenextyearwouldbe ￥1100.Theprocessoffindingthepresentworthofafuturevalueiscalled
“discounting".Sincethediscountrateisaninverseoftheinterestrate,itcanbeobtainedbytheformulaof1/(1
十r)",thusthevalueof ￥1000inthenextyearwouldbecome ￥909inthepresentvalue.followingtheformulausingthediscountratefactorof0.909.Asit
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wouldappearitisratherlaborioustocalculate(1 十r）"and1/ （1 十r）"foreachyearandeachpercentage,
“discountfactortables"oftenusedareusuallyfoundintheappendixesoffinancialanalysistextbook
。Gittingeroncementionedthat
“asthefolkwisdomofpeoplethroughtheageshasrecognized,presentvaluesarebetterthanthesamevaluesinthefuture,andearlierreturnarebetterthanlater"(Note:7
）.Wecanapplytheideaoftheseproverbstoovercometheweaknessesoftheundiscountedmeasuresofprojectworth,andincludeatimedimensioninevaluationthroughthediscounting.Inthisregard,itisimportanttorecognizethat,anyinvestmentthatwouldbemadetodaywouldmean:
（1）otheralternativeconsumptionsoftodaywouldhavetobeaban-doned;and
（2）anyconsumptionthatwouldbebroughtaboutinthefuture(asaresultofsuchaninvestmenttoday
）wouldbeenjoyedbythegenerationsthatarenotyetinexistencetoday.Takingtheseaspectsintoconsideration,inordertomakethefuturevalueandthepresentworthconsistent,itisnecessarytointroducetheconceptof
“discounting" 。Forexample,ifwehaveaprojectof5yearperiod,andaninitialcapitalwouldbeinvestedinthefirstyear,andthemaintenancecostandgrossrevenuetobegeneratedfromthesendyear,wecanmakethecash-flowstreamofthenetbenefitforthefiveyearperiod.Andifwecanapplyacertaindiscountratiowhichwouldmaketheincrementalcashflowequalzero.Thisdiscountrateiscalled
“theinternalrateofreturn:IRR".TheIRR,inotherwords,meansthemarginalefficiencyofcapital.ortheeffectivenessofadditionaloneunitofcapital.ThusitcanbeobservedthatthehigherthepercentageofIRR,thehigherthenumberofcapitalturnover,thusthegreaterproductivity.OneexampleofcashflowandcalculationofIRRisshownbelow:
ProjectA
InvestmentMaitite-nanceGrossNet35 ％DiscountRateCostCostRevenueRevenueApplied
（NPV ）1stYear200000
－2000 －14802ndYear50015001000548.73rdYear50015001000406.444thYear50015001000301.075thYear50015001000223.01IRR35
％Total: －0.78Note
；Itshouldbenotedthat35%ofIRRisestimatedinthiscase.Thismeansthat ，if35%discountratefactorsareappliedtothenetrevenues,itssummationofNetPresentValue(NPV)shouldbecomezero.Butinthiscase,itisindicatedas-0.78.Thisismainlyduetothediscountfactordecimalsused.Thustherewouldbenoprobleminconcludingthatbyapplying35%discountrate,thepresentnetworthwouldbecomezero.
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ItisalsoimportanttonotethedistinctionanddifferencebetweenFinancial
IRR(FIRR)andEconomicIRR(EIRR).Takeroadsprojectforexample.which
aimsatimprovementfromgravelroadstoconcretepavementroads,initialinvest-
mentcostandsubsequentmaintenancecostscouldbeusedforbothFIRRandEIRR
(however,thereisadifferenceregardingthecostoflaborwhichwouldbediscussed
later).ForFIRR,themainrevenuewouldbetheincomefromtheroadusersby
wayofcollectingtoll-gatefees.ButinEIRR,themainbenefitswouldconsistof
shortening(savings)oftransportationtimeforbothcommutersandtransportation
ofgoodssuchasagriculturalproducts.Vegetableswouldbelessdamagedunder
concreteroadscomparedwithgravelroads.Maintenancecostsofvehicleswould
alsobecomelessbecausethetireswouldlastlonger(becauseoflessattritionwith
thepavement)andthetraveldistanceperonelitterofgasolinewouldbecome
longer.Theseeconomicsavingsderivedfromconcreteroads.comparedwithgravel
roads(thisiscalledacomparisonof “with"projectand “withoutproject")couldbeexpressedinmonetaryterms,andthustheseeconomicsavingscouldbeusedinthecostsandbenefitstreamoftheprojectcashflowanalysis.OneadvantageofcalculatingFIRRisthatitispossibletoexaminewhethertheprojectcouldbesustainedwithoutsubsidyandalsoforsettingofappropriateleveloftollgateprices.0ntheEIRRaspect,thequestioniswhatshouldbetheappropriateandacceptablebenchmarkpercentagefigureforanysocialinfrastructureprojects.Intheinterna-tionalaidagencyliketheWBandADB,EIRRisgivenmoreimportancethanFIRRandtheminimumof8
％ise χpectedforEIRR.However,forsuchprojectsas
“povertyalleviationprojects"and “lifeline"projectslikewatersupply,below8 ％isaccepted.AmongstthevariousaspectsthatneedtobetakenintoconsiderationincalculatingtheEIRR
，theuseofinternationalprice(orknownasBorderPrice)deservesspecialattention.InFIRRcalculations,theprevailingmarketpricesarenormallyused.ButthisruledoesnotapplytotheEIRR.Themainreasonisthattheprevailingmarketpricesaresometimesdistortedbecause,forinstance,bythesubsidyprovidedbythegovernment.Thus,incalculatingEIRRsuchitemsassubsidiesandta
χes(whatisknownas “transferpayments")havetoberemoved.InestimatingEIRR,itisalsoimportanttorecognizethatthepricesofthecommodities,equipment,machineries.andservicesthatwouldbeprocuredandusedundertheprojectshouldbebasedontheinternationallycompetitiveprice.Theoretically,thepricesofcommoditiesandservicestobeusedinEIRRcalculationshouldbetheone
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under “perfect"competitivemarketsituation.Thisideaactuallycomesfromtheneo-classicaleconomicschoolofthought.Butinpractice,itise
χtremelydifficulttodefinewhatconditionswouldqualifythe
“perfect"competitivemarket.There-fore,inpractice
けheinternationalmarketpriceisusedinstead.Forexample,ifaprojectisintendedtoincreasetheproductionofriceinIndonesiafordomesticconsumptionpurpose,ithasbeenthestandardpracticeinEIRRestimationthattheexportpriceofriceproducedinThailandhasbeenusedinthepast,becauseThailandhasbeenthelargeste
χporterofriceintheworldmarket.Morespecifi-cally,CIF
（cost.freight,insurance ）priceofthericeproducedinThailandhasbeenused.TheactualricepricetobeusedinEIRRcalculationhasbeentheCIFarrivalcostatJakartaport,plusthetransportationcostfromJakartatotheprojectsite.(thisisknownas
“farmgateprice").Iftheprojectisintendedfore χport.FOB （freeonboard
）pricewouldbeused.Inthisconte χt,itshouldbementionedthatforinternationallytradedgoods,theinternationalpricesarerelativelyeasytoknow.But,oneproblemarisesinpricingoflaborthatwouldbeusedintheproject.Theterm
“labor"couldbedividedintotwocategories.Oneisknownas “skilled"laborinwhichcaseitisrelativelyeasytodeterminetheinternationalpricebecausetheinternationalmobilityofsuchlaborforcewouldbehigh.But,for
“unskilled"labor,thepricingisnoteasybecausesuchmobilitywouldnotexist
・Therefore,fo 「pricingofunskilledlabor,whathasbeencommonlydoneinthepastistousethe
“conversionfactor"developedbytheWB.Pricingoflaborcostwouldbecomeanimportantissueforthoseaid-relatedprojectsinthedevelopingcountriesincludingtheformersocialistcountries.ThereareothertechnicalitiesthatneedtobetakenintoaccountinEIRRcalculationssuchastheuseofGDPdeflator.Atthetimeofpost-evaluation,forinstance,theprojectimplementationperiodisalreadycompleted.Here,itisnecessarytomakepriceadjustmentsofcommoditiesfortheprojectimplementationperiod,takingthecompletionyearasstartingpoint.AllcurrentcostsandbenefitswouldbeconvertedintoconstantpricesbyapplyingtheWB'smanufacturer'sunitvalue
（MUV ）indexforthetradedgoodsandGDPdeflatorforalllocalcomponents ・Theconstantpricearrangementisneededinorderthatallexpendituresandbenefitsshouldbeexpressedinrealpurchasingpower,usingaparticularyearasthebaseforcomparisoninaconsistentmanner.WhiletherearesomeotherfactorsthatneedtobeconsideredinEIRRcalculation,theauthorwouldnotgointomoredetailsbecauseoftheshortageofspace.But,amongsttheitemsdiscussed,themost
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importantaspectincalculatingEIRRistheuseofinternationalprice.Byusingthe
internationalprice,wecanonlyascertainregardingtheeconomicviabilityofthe
project.Unfortunately,thesebasicrules,accordingtotheviewoftheauthor.have
notbeenproperlyappliedinJapanintheevaluationworks. 。Itshouldbeaddedthattheimportanceoftheconceptof
“presentvalue"andthecorresponding
“discountrate"hasincreasedinthecurrentinternationalmarket.Accordingtothe
“InternationalAccountingStandards" （IAS ）,thepriceofthevalueregisteredinthefixedassetsinthebalancesheetofaprivatecompany,shouldnotbebasedonthebookvalueregisteredatthetimeofpurchase.Itshouldbebasedonthe
“presentvalue"discountedatcertaindiscountratio.Thisdiscountratewouldbeequaltoincrementalincomegenerationcapacity
（ore χpectedreturn ）ofthatfixedasset.Thisarrangementisneeded,sincethebookvaluewouldnotensuretheexpectedrevenuethatwouldbegeneratedbythatfixedassets.Thisisoneoftheaspectsthattheprivatesectorcompanyhastofollowifitisintendedtobelistedintheinternationalstockexchangemarkets.OnlylimitednumberofprivatefirmshavecompliedtotheIAS.
Forthoseprojectswherecashflowanalysisarenotapplicable
Afewwordsneedtobementionedregardingtheprojectsinwhichcashflow
analysisisnotpossible,thusthecalculationofIRRcannotbemade.Onesuch
examplewouldbetheengineeringprojectinthePhilippinesdonebyADB （Note:8
）.ThisprojectaimedatimprovingthequalityofeducationattheengineeringdepartmentsofmajoruniversitiesinthePhilippines.Thisprojectwaspost-evaluatedin1987.In1992(fiveyearsafterpost-evaluation
）itwasdecidedtore-evaluatethisprojectwithaviewtoreexaminewhetherthefiningsobservedatthetimeofpost-evaluationwerestillvalid.Atthetimeofpost-evaluation,itwasconcludedthattheprojectwas
“partlysuccessful"mainlyduetothetworeasons:
（1）about40 ％oftheequipmentandmaterialsprocuredundertheprojectremaineddefective
；(2 ）eχceptforfewcases,mostengineeringdepartmentswerefinanciallynotsustainable.Theseconclusionsweresomewhatendorsedatthetimeofre-evaluation,exceptthatuseofsomeequipmenthadshownimprovement.There-evaluationteamconsistedoftheauthorandaconsultantwhowasaretiree/ex-engineeringprofessor.Thebasicissueraisedbythere-evaluationteamwashowtoevaluatethequalityofeducationandthiswasnotaneasytask.Afterobserving
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theactualconditionsateachengineeringdepartmentanddiscussionsthatfollowed,
theconsultantproposedthatoneofthewaystoevaluatethequalityofeducation
wastoseethepassingrateofnationalengineeringexamsconductedbythegovern-
ment.Thishasshownaninterestingresult.Whiletheoveralle χampassingratewasdownward.thosedepartmentsparticipatedintheprojecthadshown.thoughmoderately,betterresults.Onehastobecarefulininterpretingtheseresults.Equipmentandmaterialsprocuredundertheprojectwere
“input",andnot “out-put".Outputs
（quality)canbepartlyjudgedbythepassingrateofnationalexams.ButinthecontextofthePhilippines,particularlyduring1900s,drop-outratioofstudentswasalsohighparticularlyinthoseuniversitiesthatarelocatedoutsideofurbancities.Scholarshipprogramsalsoprovedtobedeficient.Undersuchcircumstances,therewereseveralcasesthatthestudentsbeforegraduationwouldgotoMiddleEastasoverseasworkers,becausethetractordriverswouldnotrequirehighengineeringskills.butcouldearnthesalaryseveraltimeshigherthatthatofthePhilippines.Ifwetakeintotheseconditions,theevaluatione
χercisewouldbecomemoredifficult.Indeed,moreissueswereraisedinthere-evaluationthaninthepost-evaluation.Theauthorcametotheconclusionthatoneofthewaystoevaluatetheprojectlikethisistoreviewthecostofeducationagainsttheexpectedlifetimeincome,sothatsomeformofcash-flowanalysiswouldbecomepossible.Theabove-mentionedstoryisonlyoneexamplewhereevaluationmethodol-ogiesneedtobefurtherdeveloped.Fromtheseexperiences,theauthorhascometotheviewthatinfutureevaluationexercise.particularlylikere-evaluationandamorebroadbasedimpactevaluationstudy,theinclusionofa
“sociologist"and/o 「
“anthropologist"shouldbeseriouslyconsidered.Oneofthereasonsisthat,inaprojectlikeeducation.theincentivesofthestudentswouldbeanimportantareaforreview,thisissomethingthathasnotbeendone.Also,socio-economicenviron-mentofthestudentsneedtobeinvestigated.Ifconsideredinthismanner,itwouldappearthattheevaluationpracticeisacostlyexerciseifitistobedoneproperly.
Concludingremarks
Fromtheabovearguments,itwouldhavebecomeclearthatthoseengagedin
theevaluationwouldrequirewiderperspectives.Itisfeltthatithascometoastage
whereasingleeconomistorengineerwouldnotbesufficienttounderstandand
analyzethecomplexsituation.Theauthorhassuggestedtheuseofasociologistf) 「
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gainingbetterviewoftheprojects(whateverthesectormaybe).Secondly,it
shouldbeemphasizedthatgenerallyspeakingthegeneralpublic'sattentionislikely
tobefocusedonwhethertheprojectwassuccessornot.Butfromtheoverallview
pointofthesocietythatwelivein,therealvalueoftheevaluationpracticesandits
resultsrestonthefactthattowhatextentthelessonslearnedfromthepastexperi-
enceshavebeeneffectivelyusedforimprovingthefutureprojects.TheWBhas
spentalargeamountofmoneyformakingeasyaccesstothelessonslearneddata
basethroughtheuseofcomputerprograms,sothatretrievalofinformationis
availabletoeverystaffinstantaneously.TheEBRDhasintroducedasystemthatin
theappraisalreport.thereisasectioncalled. “lessonslearnedfrompastexperience".Thesearrangementswhichmaybecalledaneffective
“feedbacksystem"istheareathattheJapaneseinstitutionshavetoimprove.Inordertoimprovetheareasthattheauthorhasdiscussedsofar,itisconsideredimperativethattheJapaneseinstitutionsincreaseitsinteractionswithIFIs.Andeventuallyitisdesirablethattheevaluationpracticeswouldbeacceptedbythesocietyasbeneficialfruitsemanatingfrompastexperiences,andthatthesocio-culturalbarrierswouldbegraduallyremoved.
(Note:1)
AccordingtotheOxfordAdvancedLearner'sDictionary(fourthedition,1989),
auditisdefinedasofficial(usuallyyearly)examinationofaccountstoseethatthey
areinorder.Evaluationisdefinedtofindoutorformanideaoftheamountor
valueofsomething.
(Note:2)
InJapan,theMinistriesconcernedhaveafinalauthoritytodeterminethelarge
scaleODAprojects,buttheevaluatorsofaid-relatedprojectsdonothaveaccesstoe
therecordsandfilesoftheconcernedMinistries.
(Note:3)
Itshouldbenotedthattheindependenceofevaluationprofessionalsaswellas
thatofauditingfirmshasreceivedaninternationalattentionsincethecollapseof
ENRONintheStates(wheretheauditor'srolehasbeenquestionedastowhythe
windowdressingsofthefinancialstatementshadnotbeencriticallye χaminedanddetectedbytheauditingfirmengaged).SimilarcasewasspottedinJapanwhere
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theMitsubishiMotorshavebeenhidingtherecordsofthosedefectivecarswhich
shouldhavebeenreportedtotheconcernedministryforarecall.Thiskindof
situation,ifcontinues,itislikelythatthegovernmentwouldhavetoissueanewbill
torectifythesituation(butsuchactionbythegovernmentwouldalsolikelyto
underminetheinitiativethatshouldhavebeentakenbytheprivatesectorcompany) ・Therefore,itwouldappearthattheindependenceandimpartialityoftheevalua-tion/auditprofessionalsaregettingmorecriticalf(:)rdevelopingthegreaterconfi-dencedesiredinthemarketeconomy.
(Note:4)
IntheInternationalFinanceInstitutions(IFIs)likeWB.ADBandEBRD,the
evaluationresultsareusuallyclassifiedintothreecategories ；“generallysuccessful",
“partlysuccessful",and “unsuccessful".SomeIFIsuseadditionalcategorieslike
“highlysuccessful",butbasiccriteriacouldbeclassifiedintothree.Itwouldbeofsomeinteresttonotetheratingsresults.AccordingtotheOperationsEvaluationDepartmentofADB,of976projectsandprograms.evaluatedbytheendof2003,andcompletedfrom1974to2002,distributionofratingsindicates:62
％ratedashighlysuccessful,generallysuccessful,orsuccessful
；30 ％ratedaspartlysuccessful ；and8
％ratedasunsuccessful.ForEBRD,during1996-2003,about45-50%ratedashighlysuccessful,successful
；about25-30 ％ratedaspartlysuccessful ；andabout15-20%ratedasunsuccessful.ThemainreasonforrelativelyhighunsuccessfulcasesisthatinthecaseofEBRD,about60%ofitsportfoliohastobeintheprivatesectoroperation(meaningthattherewouldbenosovereignguarantee)accordingtotheEBRDCharter,thusoperationrisksarehighercomparedtootherIFIs.ItisalsonoteworthytomentionthatinthecaseofEBRD,inadditiontosuccessratings,
“transitionimpact"isalsoevaluated.Fordetails,see “AnnualReviewofEvalua-tionActivitiesin2003",ProjectEvaluationDepartment,EuropeanBankforReconstructionandDevelopment(EBRD),2003
(Note:5)
WhenlreviewedtheevaluationreportsofJICAandJBIC,itwasnotedthatat
theinitialstage,mostoftheevaluationworkshadbeendonebythestaffwho
belongedtotheassociationsandinstitutionsthatareaffiliatesoftheMinistryof
ForeignAffairs(theonethatsupervisestheJICA).Insuchasituation,itis
difficulttoexpectsomethingcriticaltotheworksdonebyJICA.Recently,
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however,theprofessorswhoaremembersofJapanInternationalDevelopment
SocietyandJapanEvaluationSocietyhavebeendeployedfortheevaluation
assignments.Thiscanbeconsideredasanimprovement,buttheshortagesof
professionalevaluationconsultantsstillpersists.
(Note:6)
Itshouldbenotedthattheinitialcontributionsinthefieldofevaluation
methodologiesweredonebyLittle ，I.M.D.,andMirrlees,J.A.(ManualofIndustrialProjectAnalysisinDevelopingCountries,1969,OECD).Thetheoreticalframe-workwasfurtherdevelopedbyGittinger,J.Price,(EconomicAnalysisofAgricul-turalProjects,1982,TheWorldBank,publishedbytheJohnsHopkinsUniversityPress).
(Note:7)
Fordetails,seepp.304-329ofthebelowlistedreferenceofGittinger.
(Note:8)
Fordetails,seeImpactEvaluationStudy:Re-EvaluationofEngineering
EducationProjectinthePhilippines,AsianDevelopmentBank,mentionedinthe
referencelist.
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Author'sNote
Inadditiontotheabove-mentionedreferences.itshouldbeaddedthatseveralindividual
evaluationreportshavebeenreviewed.particularlythosefromtheWorldBank,AsianDevelopment
Bank(ADB),EuropeanBankforReconstructionandDevelopment(EBRD),JapanInternational
CooperationAgency(JICA),JapanBankforInternationalCooperation(JBIC).Butsincethe
numbersofreportsarenumerous,theauthorwouldliketonotethateachindividualevaluation
reportISnotmentionedinthispaper.
